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Small and Medium Enterprises (SMEs) have always played a key role in the economies 
of all major industrial societies in both of productivity and employment level. At the 
same time, most of the new manufacturing concepts and technologies have been 
implemented in a large scale of the improvement. However, SMEs especially in the 
small company in food processing industries have not attention for the improvement of 
such new manufacturing concepts and technologies with the objectives to improve 
productivity. This study focuses on productivity improvement effort for processing 
industry in one of SMEs Company with food frozen process.  An attempt has been 
made in this paper to present some of the implementing based on brainstorming concept 
of productivity improvement in food processing industries. This research has taken 
place in Kota Bharu, Kelantan located in industry area. The objective of the research are 
to identify reason for low productivity level of production in food processing industries 
and to propose methods to increase productivity level of production in food processing 
industries. Attempt to explain the effective of propose strategies improvement with the 
simple guidelines. In addition, this study uses interview and observation as a method for 
the collect data. From the observation method, the researcher find some of solution for 
kind of problem in this company. Lastly, the analysis results of this method use the 
brainstorming methods for the last step with approval or accepted this solution from 
discussion with manager and expert person. 
 















Industri Kecil dan Sederhana (IKS)  memainkan peranan penting dalam ekonomi untuk 
semua masyarakat perindustrian terutamanya di dalam produktiviti dan tahap pekerjaan. 
Pada masa yang sama, kebanyakan konsep industri perbuatan dan teknologi baru telah 
dilaksanakan dalam skala yang besar dalam pembaikan. Walau bagaimanapun , IKS 
terutamanya dalam syarikat kecil dalam industri pemprosesan makanan tidak 
mempunyai perhatian yang lebih dalam memperbaiki konsep pembuatan baru seperti 
teknologi dan dengan objektif dari kajian ini ialah bagi meningkatkan produktiviti. 
Kajian ini memberi tumpuan kepada usaha untuk  peningkatan produktiviti bagi industri 
pemprosesan di salah satu daripada syarikat IKS dalam perbuatan makanan sejuk beku. 
Satu percubaan telah dibuat dalam kertas kerja ini, membentangkan beberapa 
pelaksanaan berdasarkan sumbangan idea dan konsep dalam peningkatan produktiviti 
dalam industri pemprosesan makanan. Kajian ini telah berlaku di Kota Bharu, Kelantan 
yang terletak di kawasan perindustrian. Objektif kajian ini adalah untuk mengenal pasti 
sebab untuk tahap produktiviti yang rendah pengeluaranya dalam industri pemprosesan 
makanan dan mencadangkan kaedah- kaedah untuk meningkatkan tahap produktiviti 
pengeluaran dalam industri pemprosesan makanan. Dalam kajian ini menerangkan 
cadangan yang lebih effektif dalam peningkatan strategi dengan garis panduan yang 
mudah. Di samping itu, kajian ini dibuat berdasarkan temubual dan pemerhatian sebagai 
satu kaedah untuk mengumpul data. Dari kaedah pemerhatian yang telah dibuat, 
penyelidik menemui beberapa penyelesaian untuk menyelesaikan masalah didalam 
syarikat ini. Akhir sekali, keputusan analisis kaedah ini, menggunakan kaedah 
sumbangan idea untuk langkah terakhir dengan persetujuan  atau penerimaan dalam 
penyelesaian ini daripada perbincangan dengan pengurus dan orang yang lebih 
berpengalaman. 
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The study investigates the factor of low productivity in food processing 
industries and how to improve the productivity. This study focus on one of company 
under Small Medium Enterprise (SME). The researcher chooses one company produce 
frozen food like donut, curry puff, fried bread, sausages bread. This company 
established from 2009. In this company have six fulltime employees in processing food. 
  Productivity refers to the amount of work that is accomplished in a unit of time 
using the factor of production. Businesses are interested in being productive and can 
sometimes increase productivity by making relative simple changes such as reduce cost 
and increase their quality. What the impact of the low productivity in demand? The 
manager must be known to how can solve the issues in production lines. An employee 
is the asset to the company.  Sometimes, workforce that is being asked to productivity 
improvement may reasonably ask about the share (Gunasekaran, 2000).  
Productivity enhancement as a process to achieves higher levels of output while 
consuming same or lesser amounts of input resources. Also that, the researcher believes 
that if the same output level is reached in shorter time period, it indicates improved 
productivity. Productivity is also defined as the ratio of what is produced to what is 
required to produce it. Productivity measures the relationship between outputs such as 
goods and services produced, and input that includes that labour, capital, material and 
other resources (Helvoigt, 2006). 
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 Besides that, how manager or supervisor can manage that issues. The factor of 
productivity is important in quality product. Sometimes the basic approach in 
productivity comes from management team. The other thing is how come to apply 
technology and reduce staff. 
 Productivity is an overall measure of the ability to produce a good or service. 
More specifically, productivity is the measure of how specified resources are managed 
to accomplish timely objectives as stated in terms of quantity and quality. Productivity 
may also be defined as an index that measures output (goods and services) relative to 
the input (labor, materials, energy, etc., used to produce the output) (Franklin, 2001). 
Productivity is created in the real process, productivity gains are distributed in the 
income distribution process and these two processes constitute the production process. 
The production process and its sub-processes, the real process and income distribution 
process occur simultaneously, and only the production process is identifiable and 
measurable by the traditional accounting practices. The real process and income 
distribution process can be identified and measured by extra calculation, and this is why 
they need to be analysed separately in order to understand the logic of production 
performance (Tabije, 2007). 
 Small and medium enterprises (SMEs) play an important role in modern 
economies because of their flexibility and ability to innovate. In nearly every country, 
SMEs play a significant role in providing employment opportunities and supporting 
large scale manufacturing firms. However, there are not many studies reported in the 
literature that deal with productivity problems in SMEs. Considering the importance of 
SMEs, the experiences of a small company engaged in continuous improvement and a 
related conceptual model are discussed here to highlight how productivity can be 
improved with limited resources (Gunasekaran, 2000). 
Besides that, there are two major ways to increase productivity is increase the 
numerator (output) or decrease the denominator (input). Of course, a similar effect 
would be seen if both input and output increased, but output increased faster than input, 
or if input and output decreased, but input decreased faster than output. 
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Apart from that, organizations have many options for use of this formula, labor 
productivity, machine productivity, capital productivity, energy productivity, and so on. 
A productivity ratio may be computed for a single operation, a department, a facility, an 
organization, or even an entire country. 
For productivity to improve, improvement must be seen as a continuous process. 
Many organizations have found that Edward C. Deming's process management cycle is 
useful. Deming's cycle is frequently represented as PDCA, meaning: plan, develop a 
course of action based on information collected; do, implement that plan; check, 
measure and analyse the relative success of that plan, and act, adjust the plan 
accordingly. 
 
1.2 PROBLEM BACKGROUND 
 
According to Small and Medium Industries Development Enterprise 
Corporation (SMIDEC) Article 2004, Small and Medium Enterprises (SMEs) play a 
significant role in the development of the Malaysian economy. However, their 
contribution to the national economy is still relatively small. Due to this, the 
government has made the development of SMEs a high priority area with a string of 
development agendas. Despite this, SMEs are still facing heaps of challenges and 
obstacles that deter them from further expanding their businesses. Factors involved 
include low access in borrowing and small capital investment, low access of needed 
infrastructure, low level of expert abilities and raw materials, low productivity, low 
expertise in management and technical knowledge (SMIDEC, 2004). 
In company or organization, productivity is one important part in production 
level. Productivity improvement schemes require discipline and co-operation from all 
concerned, permanent improvements will be maintained only with Top Management 
involvement and support. Management cannot be allowed to sit on the fence they must 
commit, performance levels are too low, and there is a comfort level that must be broken 
(Franklin, 2001). 
Another important issue for any productivity improvement is people 
management. Therefore, innovation and productivity increase become the natural 
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products of the process. Empowerment of the employees must be considered with the 
introduction of all improvement techniques. 
Also that, not all the small medium company get a new technology, likes 
advanced machine to produces the product. They are use manually and not enough 
capacity of machine, sometimes, they can’t to fulfil customer requirement. The research 
discuss about the high productivity in certain time. For example, demand can increase in 
time to time, so how the organizations manage it. 
Productivity improvement has assumed various forms to achieve its full 
potential from both social and organizational points of view. At the macro level it has 
helped to establish national policies on wage and inflation control. At the micro level it 
has been used and continues to be used, as a measure of the performance of 
organizational systems. Productivity improvement in an enterprise is a function and a 
result of management efficiency, and is synonymous with good management. A sound 
productivity improvement strategy calls for a systems approach to productivity 
improvement which recognizes the interrelationship between the elements of the system 
and its environment. Thus, productivity strategy is the pattern of decisions and plans for 
achieving long-term productivity improvement goals (Henning, 2000). 
In this study, have many barrier or problem in to improve the productivity. Also 
that, this company just small company or new in the business. The ever changing 
business environment requires firms to adapt quickly to associated new challenges and 
competition, and presents particular problems for small businesses given their small size 
and limited resources. Small businesses increasingly face competition not only from 
their peers but also from large corporations participating in niche markets once regarded 
the preserve of smaller businesses. In fact, reliance on domestic markets for business 
growth is a thing of the past for many small and medium sized businesses (SMEs). 
Consequently, they need to identify, prioritize and effectively tackle these challenges in 







1.3 PROBLEM STATEMENT 
 
This studies the production productivity improvement in processing. Also that, 
the issues of low productivity is can impact the business. Researcher focus on the 
problem caused by low productivity, and the process in the product. The empirical 
evidence presented in this study, which was obtained from an analysis of several 
production processes, is intended to validate the model of production that the article 
proposes. The central question is product quality adversely affected by output of 
product? It is possible that this question may be answered in affirmative. In cases of 
production, that factor must from employees, given that the work group on the assembly 
line as a whole is less qualified, since not all the workers in the group have received the 
specific training deemed necessary for the performance of their task, product quality 
may be low. Besides that, in this research, also that can see in analysis of product. 
Almost shop, not use same machine or advance technology to produce the product. 
Almost than that, the company use manual methods. 
 Companies with low levels of productivity could theoretically get significantly 
more work done, but they have factors that hold them back from their full potential. 
This leads to wasting money and losing ground to competitors. Knowing the reasons 
company's productivity is lacking directs to appropriate solutions to improve 
productivity and profits (Gunasekaran, 2000). 
 
1.4      RESEARCH QUESTIONS 
 
Based on problem statement following question will be answered by this 
research:-   
i. Why low productivity can happen in SMEs production? 
ii. How manager can solve the low productivity level and increase customer 






1.5 RESEARCH OBJECTIVE  
 
I. To identify reasons for low productivity level of production in food processing 
industry. 
II. To propose methods to increase productivity level of production in food 
processing industry. 
 
1.6  SCOPE OF STUDY 
 
This study focus on productivity improvement and how to increase production 
level.  In this study, is aiming to identify reasons of low productivity and to propose the 
method for solving the problem in food processing industries. In this research, focus is 
on Small Medium Enterprise (SME) Company. Small and Medium Enterprise (SMEs) 
is one of the principal driving forces in economic development. They stimulate private 
ownership and entrepreneurial skills, flexible and can adapt quickly to changing market 
in term of demand and supply.  
Also those, in this study choose one of company in SMEs which producing 
frozen food. Located in Kelantan is chosen. In Kelantan, is one of strategic place to get 
the business. Almost of people in Kelantan get the business as the family income 
 
1.7 SIGNIFICANCE OF STUDY 
 
1.7.1 To The Researcher 
 
This study will definitely be most beneficial to the researcher. It will increase 
the researcher’s current understanding on how productivity and improvement give 
effect to the company. Therefore, it will help researcher to be more understand about 
the company’s productivity and their improvement on the business. It also may develop 
necessary skills for the researcher to continue doing other researches in future. Besides 
that, this study also trains the researcher to possess the characteristic such as a high self-





1.7.2 To the Organization  
 It is important to organization to know the weaknesses and strength of their 
company. The information provided can help them to identify the courses of the low 
productivity and improvement to their successful the business. Successfully managing 
customer satisfaction is essential for the long-term growth of a company. By comparing 
the performance metrics and customer demand data between like plan with separate and 
different work structures, this study will isolate the impact that work structures have on 
cost, productivity, quality and employees. This research study will be support to support 
the time, effort and financial venture that go into facilitating effective self-directed work 
teams and high productivity using right methods.  
 
















Figure 1.1: Theoretical framework in reason of low productivity and strategy.  
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The steady improvement in productivity can only succeed if all factors are 
identified and examined regularly for possible improvement. There is some strategy to 
get the improve productivity. Normally, improvement process is based on a set of 
activities generally accepted as important. There is start from top management 
commitment. After that, create the methods and material requirement. 
According the (Franklin, 2001), the average worker only spends about 40 
percent of this time on task that are directly related to this company goal. Given these 
statistic, it is easy to see how implementing a system to improve productivity in this 
company result. It most cases, workers aren’t doing this because they don’t want to 
work honestly doesn’t know how to properly manage time. 
In the cost, such as raw material, machinery, material of packaging and others. 
Normally small company not use advances technology to use their product. The 
manager reduce cost to maintain the profit, it is depends on goal of company. 
In food processing, quality need to hard score. Normally, customer will be 
choosing in good cover and quality of product. So that, in this study, the researcher 
observes in their process and packaging in this company. How that company improve it. 
 
1.9 OPERATIONAL DEFINITION  
 
1. Organization system 
Organizational systems are stable, influence everyone's performance and can be 
consciously designed. However, prior to planning an organizational system, knowledge 
of the various types of systems that exist is required. Organizational system types, also 
known as organizational structures, refer to the design of a group or company where 




Innovation is the development of new values through solutions that meet new 
requirements, inarticulate needs, or old customer and market needs in value adding new 
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ways. This is accomplished through more effective products, processes, services, 
technologies, or ideas that are readily available to markets, governments, and society 
(Berkun, 2013).  
3. Advanced Technology 
The word advanced technology refers to the making, modification, usage, and 
knowledge of tools, machines, techniques, crafts, systems, and methods of organization, 
in order to solve a problem, improve a pre-existing solution to a problem, achieve a 
goal, handle an applied input or output relation or perform a specific function. It can 
also refer to the collection of such tools, including machinery, modifications, 












 In economics, productivity is the amount of output created (in terms of goods 
produced or services rendered) per unit input used. For instance, labor productivity is 
typically measured as output per worker or output per labor-hour. Production, however, 
is the act of making things; in particular the act of making products that will be traded 
or sold commercially. Production decisions concentrate on what goods to produce, how 
to produce them, the costs of producing them, and optimizing the mix of resource inputs 
used in their production (Tabije, 2007).  
Production is the process of converting resources into finished goods for 
consumption. Technology is needed in the process of production. In fact, the 
advancement in technology has greatly helped in easing out production. Thus, manager 
can definitely say that the aspect of technology is very important in the whole equation 
(Tabije, 2007). 
 To increase production, a company must have the necessary number of labor 
force to meet production target. To increase production, it would be important to 
augment the number of workers. However, increasing the number of workers does not 
always result to increased productivity. Depending on the nature of a business, many 
businesses choose to minimize the number of workers in their factories. The rising labor 
costs in developed countries can eat much of the production costs resulting to decreased 
competitiveness in the prices of certain products. However, minimization of labor may 
also lead to other disadvantages (Miller, 2007). 
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Improving productivity is at the top of nearly every manufacturer's list but 
making it happen can be a challenge. There are some great methods that are proven to 
significantly improve productivity. One of the best is to measure, analyze and set goals 
for improvement. Only then can employee work toward a logical plan for improving 
productivity. Then do it again and again until the process is where it needs to be. 
 Furthermore, higher productivity brings higher margin in a business. And 
increment in productivity level reduces garment manufacturing cost. Hence factory can 
make more profit through productivity improvement. 
Any Manufacturing unit has production as its core activity. Products are 
manufactured with the help of labor and machines .Manufacturers can increase the 
output through various methods without putting any investment in the production setup. 
The researcher consider productivity enhancement as a process to achieve higher 
levels of output while consuming same or lesser amounts of input resources. Also, 
believe that if the same output level is reached in a shorter time period, it indicates 
improved productivity. It is this respect that projects designed to improve productivity 
must also consider time as a key resource (Joyce, 2000). 
Productivity measures the efficiency with which resources such as labor or 
capital are employed in the production process. There are two widely used productivity 
measures is labor productivity and multifactor productivity. 
Productivity is effectively using the capital and labor in order to turn them into 
the products and services that company can offer to their customers. This is important if 
company want to make sure that are not wasting money in producing products. How 
well manager convert their input to output is also a measure for economic well-being. 
Not doing so will end up in slow productivity and even slower growth (Jorgenson et.al, 
2007). 
When company are productive it will be comes to creating goods and services, 
company will be able to achieve low costs per unit for end products. This means 
company can save money in the production phases of their operation. This will enable 
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to make more products out of savings or use the amount that has saved for logistic 
expenses. 
In order to improve productivity, company have to start off with the employees. 
Employees are also considered part of the resources of particular business. Manager 
need to provide them with the training programs that can help them learn how to 
prioritize work or use new procedures that improve productivity (Jay et al, 2010). 
Increasing the productivity of these frontline staffers will help them accomplish 
this effectively and efficiently, while increasing customer satisfaction. Organizations 
need to provide these employees with customer relationship management (CRM) 
business software to help them be prepared, provide customers and prospects with the 
solutions they need on their terms, and ultimately, close the sale within a shorter 
timeframe than ever before. 
 
2.2 SMALL MEDIUM ENTERPRISE 
 
2.2.1 Definition of Small Medium Enterprise (SME) 
 
Malaysia adopted a common definition of SMEs to facilitate identification of 
SMEs in the various sectors and subsectors. This has facilitated the Government to 
formulate effective development policies, support programmes as well as provision of 
technical and financial assistance. An enterprise is considered an SME in each of the 
respective sectors based on the annual sales turnover or number of full-time employees. 
 The Small and Medium Enterprise (SME) sub sector plays a vital role in the 
Malaysian economy and is considered as the backbone of industrial development in the 
country. An enterprise is considered as an SME based on the annual sales turnover or 
number of full-time employees. An SME in the manufacturing sector is defined as an 
enterprise with full-time employees not exceeding 150 employees or with annual 
turnover not exceeding RM25 million. On the other hand, SMEs in the service and 
primary agricultural sector and ICT are enterprises with full-time employees not 
exceeding 50 or annual turnover not exceeding RM5 million. The SMEs in both sectors 
are further categorized into medium, small and micro enterprises, as shown in table 2.1. 
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Table 2.1 Definitions of SMEs in Malaysia 
 
Source: Small and Medium Industries Development Corporation (SMIDEC), 2005 
 
2.2.2 Total Established of  Companies by Size 
 
Malaysian SMEs are a vital component of the country’s economic development. 
According to SMIDEC (2005), SMEs accounted for 93.8 percent of companies in the 
manufacturing sector. They contribute 27.3 percent of total manufacturing output, 25.8 
percent to value-added production, own 27.6 percent of fixed assets, and employ 38.9 
percent of the country’s workforce. In addition, value added products from SMEs are 
expected to be worth RM 120 billion or 50 percent of total production in the 
manufacturing sector by 2020. Despite these statistics, Malaysian SMEs’ share of total 
exports is approximately 20 percent lower than many other countries’, such as the 
Philippines, Hong Kong, Taiwan and even the US (SMIDEC, 2002). SMEs in Malaysia 
are concentrated in the textile and apparel, food and beverages, metals and metals 
products and wood and wood products sectors. The majority of manufacturing 
companies are located in the central parts of Malaysia and around the country’s major 
industrial regions. 
 Micro Enterprise Small Enterprise  Medium Enterprise 
Manufacturing, 
manufacturing 
related services and 
agro-based 
industries 
Sales turnover of 
less than 
RM250,000 or less 





less than RM10 mil 
or between 5 or 50 
fulltime employees 
Sales turnover 
between RM10 mil 
and RM25 mil or 







Sales turnover of 
less than 
RM200,000 or less 





less than RM1 mil 




between RM1 mil 
and RM5 mil or 




The Malaysian Government’s commitment to, and concern for, the development 
of SMEs has been clearly evident since the early 1970s. The ‘New Economic Policy’ 
was introduced in 1971, which aimed to improve people’s welfare and restructure ethnic 
economic imbalances. The government’s commitment to the development of SMEs can 
also be seen in the second Industrial Master Plan (IMP2), which ended in 2005, which is 
followed by the Third Industrial Master Plan (IMP3) 2006–2020, to coincide with the 
country’s vision for 2020 (MITI, 2005). The Malaysian Government has implemented 
various policies and strategies under these plans. The IMPs were formulated to enhance 
the growth of the manufacturing sector across the entire value chain and cluster-based 
industrial developments. Hence, this plan provides an integrated approach to the 
development of industrial areas and opportunities for growth of SMEs (MITI, 2005).  
 In terms of the total numbers of SMEs in the country, the 2000 census conducted 
by the Department of Statistics showed that there were 20,455 active establishments in 
the manufacturing sector out of the 44,185 manufacturing companies registered with the 
Companies Commission of Malaysia (CCM), as shown in Table 2.2. Out of these 
18,271 (or 89.3 per cent) were SMEs. The textiles and apparel sector accounted for 
approximately 17 per cent of the total, making it the largest. This sector is followed in 
size by food and beverages (greater than 14 per cent), metals and metals products (14.3 
per cent) and wood and wood products (13.6 per cent). The 2000 census also captured a 
total of 192,527 establishments in the service sectors, of which, 96.8 per cent were 
SMEs. Most of the companies in the services sector (88 per cent) were in the retail and 
wholesale, followed by education and health (4.4 per cent), professional services (2.9 
per cent) and transport and communication (two per cent). 
 
Table 2.2: Distribution of SMEs by Size 
Type Number of establishment Share (per cent) 
Micro 7,171 39.3 
Small 9,445 51.7 
Medium 1,655 9.1 
Total SMEs 18,271 89.3 
Large 2,184 10.7 
Total  20,455 100 
 
Sources: Malaysian Department of Statistics, Census 2000 
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 The food processing industry in Malaysia plays a significant role in the economy 
of the country. It serves not only as a source of employment but also a market outlet and 
added value for primary agricultural products. Under the Industrial Master Plan (IMP) 
1986-1995, the food processing industry has been identified as one of the priorities 
among the twelve manufacturing sectors for industrial development. Such priority was 
determined on the basis of its potential contribution to manufacturing development, 
particularly with respect to employment generation, foreign exchange saving and value 
added creation. In addition, the rationale for the development of this sector lies with the 
fact that the industry has a strong linkage with other sectors of the Malaysian economy 
(Government of Malaysia). 
 Food, being a basic necessity, has always provided ample opportunities for 
investment consideration. These opportunities were given a boost when the government, 
as mentioned above, acknowledged the food-processing sector as one of the priority 
sectors in the context of the industrial development of the country. The Government’s 
intentions will be to see further growth of the local food-processing sector, especially 
through the utilisation of the local raw materials. Relevant government policies such as 
the National Agricultural Policy (NAP) and the first and second Industrial Master Plans 
(1986-1995 and 1996-2005) were established to clearly promote and provide direction 
for the development of the sector. There is however a dichotomy in the structure of the 
Malaysian food processing sector. On the one hand, Malaysia has large food industries, 
which are well organised and using modern and up-to-date machinery and technologies. 
With ample capitalisation, they are in a position to keep abreast of the dynamic changes 
taking place in the sector; however, a large proportion of their raw material inputs are 
imported. On the other hand, the country has medium and small industries (SMIs), 
which use low level technologies, and are often relatively more labour intensive in 
operation (MIDA, 2010). 
Food processing includes the methods and techniques used to transform raw 
ingredients into food for human consumption. Food processing takes clean, harvested or 
